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The recent (2L-29 June) Automation Conference of the Party Central
Committee highlighted the bagic problem of the Seven Year Plan -- namely,
10 achieve a rapid increase in efficiency and productivity to offset the
slower growth of the labor force. Populstion growth will provide an
inorense in labor foree over the nmext seven years only 50 percvent that
of the past swé;z years. The Flan and the Conference were aimed at
& much more rapid introduction of mwdiern, efficlent, labor-saving
technologzy. However, as Knrushehev brought out in his speech to the
Conference, the system of revarding plant mepagers according to the volume
of production has provided no incentive for {but incentive against) cost
reduction. substitution of cheaper materials, new and better product
design and above all, introduction of new types of machinery and production
technology. The Central planners must either lay out a detalled plant-
by-plant plan for modernizatior or else create effective lncentives for
modernization through revards to managers. The resclution of the Central
Committec called for the preparation of & detailed plan and almo directed
the State Commitise on W ges and Labor to work out proposals for “"establish-
ing economic stimull to encourage enterprises”....."to introduce new
technology .

We don't think Mr. Khrushchev has in mind profit maximization and
profit sharing by mansgers dut the "econmmic stimuli”™ to be sffective,

woudd have to come close to thie.
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1. What specifie kind of rewards to managers does Khrushebev think
will resuit in the kind of initiative, risk-taking and progressiveness
he desires?

2. Will central planning have to becoms more and more destaliled in
order t0 soclve the increasingly complex problems of modern industry?

3. If central planning must vecome more alaborale, doesn't this
moan & reverssl of the "decentralimation™ program of the past two years?
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